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MINISTRY OF FINANCE 
(Department of Economic Affairs) 
NOTIFICATION 


New Delhi, the 24th Jiune 1977 

S,0, 410(E).—^The following Order made by the Vice-President acting as 
President is published for general information — 

ORDER 


In pursuance of the provisions of article 280 of the Constitution of India and 
of the Finance Commission CMiscellaneous Provisions) Act, 1051 (33 of 1951), 
the Vice-President acting as President is pleased to constitute a Finance Com¬ 
mission consisting of Shri J M Shclat, former Judge of the Suprc_me Court of 
India, as the Chairman and the following four other members namely— 

(1) Dr. Ra] Krishna, Member, Planning Commission. 

(2) Dr C H. Hanumantha Rao. Director. Institute of Economic Growth, 

Delhi. 

(3) Shri H. N. Ray Finance Secretary Government of India. 

(4) Shri V, B. Eswaran—Member-Secretary. 


2, The Chairman and other members of the Commission shall hold 
the date on which they respectively assume offico upto the 31st day of October, 

1978. 
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3, The Chairman and Member-Secretary , of the Commission shall render 
wholetime service to the Commission Dr Raj Ki'isbna and Dr Hanumantha 
Kao shall render part-time service as members of the Commission Shri H N 
Ray will render part-time service uplu the 30th June, 1977 and whole-time :>cr~ 
vice thereafter. 

4. The Commission shall make recommendations as to the following matters:— 

(a) the distribution between the Union and the States of the net proceeds 

of taxes which lo be, or may be, divided between them under 
Chapter I of Part Xll of the Constitution and the allocation between 
the States oi the respective shares of such proceeds: 

(b) the prmciples which should govern the grants-in-aid of the revenues 

of the States out of the Consolidated Fund of India and the sums to 
be paid to the States which are m need of assistance by way of 
grants-in-ald of their revenues under article 275 of the Constitution 
for purposes other than those specified m the provisos to clause (1) 
of that article. 


0. In making its recommendations, the Commission shall have regard, among 
other considerations, to— 


(i) the resources of the Central Government and the demands thereon on 

account of the expenditure on civil administration, defence and bor¬ 
der security, debt servicing and other committed exp-enditure or 
liabilities; 

(ii) the existing practice m regard to determination and distribution of 

Central assistance for financing State Plans; 

(ill) the revenue resources of those Slates for the five years ending with the 
financial year 1983-84 on the basis of the levels of taxation likely to 
be reached at the end of the financial year 1978-79 and the targets' 
set for additional resource mobilisation for the Plan; 


(Iv) the rCQuirements on revenue account of those States to meet the ex¬ 
penditure on administration and other non-Plan commitments or 
Labilities, keeping however in view national poheies and priorities. 
In assessing such requirements, the Commission shall takp into ac¬ 
count— 


(a) 


(b) 


such provision for emoluments of Government employees, teaches 
and local body employees as obtaining on a specified date as the 
Commission deem it proper and with reference to appropriate ob- 
iective criteria rather than in terms of actual increases that may 
have been given effect to, and 

commitments m regard to interest charges on their debt, transfer of 
funds to local bodies and aided institutions; 


fv) adequate maintenance and upkeep of capital assets and maintenance 
o? Plan schemes completed by the end of 1978-79, the J^^rms. if aiw» 
on the basis of which specified amounts are allowed for the main¬ 
tenance of different categories of capital assets and 
which such maintenance expenditure could be monitored being indi¬ 
cated by the Commission; 

fvi) the reauirements of States which are backward in general administra¬ 
tion for upgradation of standards m non-developmental sectors an 
services wUh a view to bringing them to the levels ob^inmg in the 
more Advanced States over the period covered by the Re^^t of the 
Commission; the manner in which such expenditure could be moni¬ 
tored, being also indicated by tbe Commission; 

(vii) the scope for better fiscal management and economy m expenditure 
consistent with efficiency; and 

the need for ensuring reasonable returns on Investments in irrigation 
^ ^ Ld^wer pro^ectf, transport undertakings, Industrial and com¬ 

mercial enterprises and the like. 
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6, Tha commission may suggest changes, it any, to he made in th^ principles 
governing the distribution among the Slates ot .— 

(a) the net proceeds of anv financial year of estate duty In respect of pro¬ 

perly other than agucultural land; 

(b) the net proceeds in any financial year of the additional excise duties 

leviable under the Additional Duties of Excise (Goods of Special 
Importance) Act 1957, in replacement of the sales tax levied for¬ 
merly by the State Governments on each of the followine commodi¬ 
ties, namely*— 

(]) cotton fabrics; 

(ii) woollen fabrics, 

(ill) rayon or artificial silk fabrics, 

(iv) sugar, and 

(v) tobacco including manufactured tobacco. 

Provided that the share accurlng to each State shall not be less than th® 
revenue realised from the levy of sales tax for the financial year 1956- 
57 in that State; 

(c) the grant to be made available to the States In lieu of the tax under 

the repealed Railway Passenger Fares Tax Act, 1957; and 

(d) the grant to be made available to the States on account of wealth-tax 

on agricultural property, 

7, In making its recommendations on the various matters aforesaid, the Com¬ 
mission shall adopt the rxipulation figures of 1971 in all causes where population 1*^ 
regarded as a factor for determination of devolution of taxes and duties and 
grants-in-aid. 

9 The Commission may make an assessment of the nnn-Plan capital gap of 
the States on a uniform and comparable basis for the five years ending with 
19R‘tl-84 In the light of such an assessment, the CommisvSion may undertake 
general review of the S+ates’ debt position with particular reference to the Cen¬ 
tral Doans advanced to them and likely to be outstanding as at the end of 1978- 
79 and suggest appropriate measures to deal whh thp non-Plan capital gap, having 
regard inter aha to the nverdP non-Plan gap of the Slates, 1heir relative position 
and the purposes for which the loams have been utilised, and the requirements 
of the Centre 

9 The Commission mav review the nolicy and arrangements m regard to the 
financing of relief expenditure by the State*; affected hv natural calamities and 
suggest such modifications as it consider-^ anpronriate. in the existmg arrange¬ 
ments having regard, among other considerations, to the need for avoidance of 
wasteful expenditure 

10. The Commission shall make its report bv tho ^Ist October 1978 on each 
of the matters aforesaid and covering a period of five years commencing from 
the ist dav of April, 1979, Thp Commission shall mdirate the basis on which it 
has arrived at its findings and make available the State-wise criteria adopted m 
making modifications, if anv, m the States' forecasts of receipts and expenditure. 

New Delhi: B JATTI, 

Dated, the 23rd June, tR77, Vice-President acting as President 


rNo. 13 f 2 )-B(S ')/771 


MANMOHAN SINGH, 
Secy. (Economic Aflalrs)’. 
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24 1977 

TTo <5110 410-(!IT) —^ ^ Jr *frp? ^ ^-TT^JTfeT JITT fcn ^nTT 
ffTP^f^rf^T srriTJr % frrtr fw ^rnrr I:— 

wriCT 

^FcT % Jlf^FT % ?n=f5^'? 280 ?fTT ?rPfPT (sf^ 1951 

(1951^33) ^-TTC5T%%jmw- 

'Jr TTo WTr % ^ 'ffrTT# >^mi4fr¥ ^ srEJTSTnT Jr r(^ 

?rrmT ?«nfq^ f^r ^ fsTR^ sp-q- qR ir ?r>r:— 

( l) YTo TT^r 

?Rfq, qrsr^ wqTq i 

( 2) 5T o ffr o rr^ o Tjq' 

fq^W, HTTfsT^ fqqn-q HpiTiq 
fT?^ I 

( 3 ) sfr iRTo rr^o ^ 
iw qfqqr, 

^TRTf •''=Tj| ^ I 

( 4 ) ssfr JTo JVo -qqRT ?Tfqq 

2 wi^Im % q'sqw ?fr^ tqw n 10^4 qfT ^h'i 1 qR ^ 

RTT rn^T’a' Jr ^ qR 3 1 «tt^'R, 1978 fRr qw-sTT^r t? ettr: 1 

3. !rsq 5 T srlr nTRr-qfqq' srrqTq qJr ywrf^ ^ JiqpT qrJrr 1 iio 

sTTr TTo q’^Tpq' Trq snq'tq % 5Tq^J|% n wqqrrfJrqT Jrqr Jiqrq qr?l? 1 «fr rrqo trqo t 

3 0 jR, 19 7 7 riqr srimiRqr sfR ^rT% srrq Jrqr rr^rq 1 

4 . srrqTq fJRqf'qPqq’ fqqqf % HTsffsj % frrriTfT^ qi^qr t— 

(q:) sTiT Rjifr % q'Tq' ^ tr Jr srr^ q^fr fqqqr TrfTpfr qr qjqRr 
q'r ’TfqrjR % 'flTq XU ^ q'STrq I % ?PtT% q>q- qrt snqr qR^ ? 
qr qR qq qq^q t, ^r'TT qq sirr strt ff Rfqq'T Jr sn^ ttr % %Jr 
qrr fqtriTq; 

(r) % fq^RT fqrq^ ?rnjR r qRq # qJrfqqr fqfqq •Rqqf qfr qq% <iqRq 
% q^rqqi q^jqrq fTtr gnJr qrfqq. qVqf^rq % sr^^^ 275 % wrr (1) 
q fqTqR qqrsrqr q qq TTjq'T qJT ^ qrq qr^fr qqrrfifr qfquiq % 
2 7 5 % qfqqq qq% Trqrq q^q^qV q^Tqqr qqrrqt % qq q q^jqqr 
qfrqfRq^ 1 
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5. srnft f^rfr^ ^Tcft % ^rnr ^rnr ^ 'rV 

53TTRf <.<3^11 •— 

( 1 ) HT^TR % ^rra^T, wk ftrf^ snim, tw ?Tk ?fim ^tir 

?rrtJJT rPTF «T? ^ W^fT ^Crfkft T?: ^’k' ^ % ipT^ ’S^T 

TT ^TT»i'; 

( 2 ) TR^rt sTPfRfmrt % t^rt % krr %5^ ^TfRmr % f^wk^r wk 

fepRoi % ?TR^ 5f ; 

(3) ^^ 1 ^ 4 ^Jr 1978— 79%f^Ttk^%^'(1 Jr ri<uji'i'%'tt 
^JTTfPT 1 983-84 % krftlT ^ % *PtT Jf ?nTF?T 5 k ^kr'TRC ^WT 
%■ fkr^ TRR^ ?rr*R sTRkprr % fkp %(fdr<4<i htipt % tpe% 
ffmffkr HOT; 


( 4 ) Jnrrm ®ot ?rk ^TOTkrTT-fwH stott t^OTifOTt 

^ fRiiJr jftfOTt nk srT'RfJrrowT ^ otth Jf 

f,Xf, TTOTt % TTHOT *ait^ ^ ^TOTOT^HTr^ I HOTOT^RTTSTt OT k^r^T'^■ 
tpT^ HTOT !n^ kOTfHftrH ^T OTFT JT R?iHT .— 


(if) HRk ijRT KT ^ fFiJriikr krfw nkkr Rft fkifn % 
iq^TTR >qk HijPot ^^^RTF TOtfOTt % Jf, H fti Jf RfT 

>lf *F> OTTH Jr f^, i^iiknfOTt, fUTOTF^ Wk OTHk 

fjRiOT iFiJ^rkrt % qdH-H^ Wif^ % fVil> ^ Iff OTHOTT; Hk 

(ijr) ^ % OTTH, OTPfW kWT> !lk dSJi)<ir STTPT HOTmf % SPT 
% ^ HOTka'H ^THOTS'fn'Cr ; 


(5) i^HkH qfkTOTfkift OT ^wf-dd ?pROTir wk tu-ti 3OT fm 1978-79 
% ^PH ^lOTRPTTW sfklHTWT TT uRidN, 

irk ^'T, fkk HTmr r Whh =*?kriTt k irnkra- qfknrfrOTt % 
?pjTOTT % krr^ kfk^ s'd' Triku kkiT k HTcfr t ^k sr^ ?kkiT 
ffRT sr^TSTur 3OT iR fOTTik wr nr h%, ^rkk jnj ^hott htt^ ; 

( 6 ) k TTOT HTHTOT RIRPT % ?HT k Jt PfW'i ^ OTiTk k fTTk 

Jr HOTkPT iJOTFa’ Jf, ?kOTFT srftRr ttott #r f?r ?tt gRT Hsk 
% h|ot Jr, kRFTH-kiH ^'t cprr Jr^nk % htrt Jr ^rkt k 
H?RT ^ % krtr HHk siOTOTRrn^, ^ rkkr krfl% srirr sjot r 
fFRlk Tik HT ?T%, SnkH ffRJ ^HTR HTtniT; 

( 7 ) RlTfHHrTT k HFTR T>3'% fl, SOT Jf fRFTOT «fk TTHOT HOTT^fV 

OTR' k OTTTW; !fk 

(8) fHHif ^k irfTiftHHRff, irfOTOT OTHik, 5rk'ini+ ott RkrfOT^ 
OTr ^ ^ HOT Rsff Jf OTTf <j;k Jr Hfkr HTOTk gfsTfrOT 
vk k I 
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6. ^rnfriT 

(^) ffcr !ijfiT ffr'a’ rptFh qrqrr if stfr' 

TTftnff, 

(’j) fRIRMilR w«iiR 

(z) ^frm, 

(2) 3;^ apT?T, 

( 3 ) ^rr JTWl' ^TPT ^ 

( 4 ) ^'Wt, 5iYr 

( 5 ) f^TRR f^rfiTT '»fr FnfRH %, 

5r 'T', % wqpT qr, q^r^Tj^'t gTH «r, 

?lfTf^ (f^T ^ RT'^r) sriRfWI, 19S7 %!rMR, 

H^TTT ^ ?:fqT?r Y?Tr^ ^F5fT % ^ R if SROT 

%firgTr<T R'rfVw'^R 'FfRqiT RfTR^ RWT I; 

SR&RT tt-tR qff fq^TR RTHT TR HSir R 1 956-57 % fR^ffR RR 
R fR^ RR' RRTR RT^ R R^R SR < I'Ji'jq R RiR R?R ?RtT I 

^R% RRTRT, RTRtR 

(q) fR’iRR mifr RIYT qrr Rfufqqq-, 1957 %>5R?nrRRR%RrRRr»-%f>!ITR 
RT rR fRTT ;irrR rtR r5j?r, ?ftT 

(r) ff'^RT RTq% qr {jVT-q77 % qTTTor rnRT Rl f?n_ ittR RTR RRRTR % TFRT % 
RtR qBRT^ % fTCTRl R 'TfRRR RR ^HFT R RRRTT ^ I 

7 RRRRR fqfRR RTRRT R RRRZ fR'T,rfRr RTR »m, RTRfR RR rRV qTRHT R 
1971 ^ JRRW % RRfrt ^TRTRRT, fRRRqRT iTpRTT RRT RRTR^ SR^qiRT % ff^f 
RR fRSll*“I qrrR % fRir uRRirt ^Z RRl RTRir ■hi <11 sfTRT ^ I 

8 . RTRtR 1 983-84 % RTR RRTRSIR RRRTR Rr! ^fRTR.RqiRRRRV RWr-RRT 

RTtlTr RT TRrRT % RTRtRRT-fRR R^RTT sttcIT RR fRR'lTR RT?: RR^rR t I Sif RTt 

WRR R ^rr, rtrIR RR RtRq % fRRR Rrt{^ R, TRRt R7> fer RR I’ <Rt fRR% 

1978-79%?rRRRRRRTTSRqftqTqTRRT t, RRRTR RTfRjVf?=RrRsfRRl6RilR^l 

RW ^ !ftT ?Rir RTRT % RTR-RTR THR'I % RRR ?TIR>5RT'f'R5T R^RR, RRRft RT^ffflRT 
fwfR Rk RR RRtRRT, fRR% fRR q^iq'T RTi RRRk kiRT RRT ^ Rk RtRT qff RTRiRWRt 
CRPT if |R, RPlkrRT-fRR R^sfRfTT stRrfT % qk R RKRTf RRCR % fRR R^fRR qRPT qr? 
RRRR t I 

9. RTRkr tff fWfTR> ir RRTkcT TnRT gTH fspR ^ HRR SRR % kw R>RW 
if RTRf^STR ^R Rk RR?m Rf RrffRT RTT RRRT t Rk ?RR RTrft % RTR-RTR SR^ ^ R RR^T 
Rf RTRRRfRTTRf Rf SRTR R TJR^ R?RTR JTRRf if RkRRR % Rlt if RR ^RTR ^ 
RRRT ^ R? 6*jf^fr RRIff I 
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anflvnt'T 
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10 . : 3 qjT^ qr !jftT 1979 % vrF?t^5n%qT'qqqi' 

qft srqftj % 311978 ?PP ^!mt fiqit ^ % fqqrt% qrr 

?Tq% f^rr-q^qf qq Mir ff«iT w, n^qr % ^rnr %k ^ipt % ?®i‘B’TFfT % qfw-T q^rr 
fi> »nT XTqq-qn" qn qr^ i 

qto ^0 Qimt, 

ft?TPP 23 1977 I % FT % FPJ qiT FT-TT^qf^ I 


^TTo 13(2 )-^(itTT)/ 77[ 
qfqq (snfqqr fpt) 


JT?T iTFTT^, surer ?rrq»iT rti, fTwit ^irr 

Ts^t^ fit ‘hrqqq;, ■EWiqpr sm WNfirr 1977 
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